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BATTLE CREEK DOWNTOWN DEVELOPMENT AUTHORITY

B Notes to Financial Statements
5. LONG-TERM DEBT

Following is a summary of the Authority’s debt outstanding as of June 30, 2020:

Interest Date of Outstanding
Rate Maturity Principal
Limited tax general obligation bonds
2017 downtown development refunding 2.836% - 3.984% 5/1/2034 S 22,260,000
2018 downtown development refunding 2.000% - 5.000% 5/1/2025 6,435,000
Total limited tax general obligation bonds S 28,695,000

Annual debt service requirements to maturity for the Authority’s debt are as follows:

Authority Obligation

Year Ending
June 30, Principal Interest
2021 S 1,515,000 $ 1,137,047
2022 1,610,000 1,061,297
2023 1,620,000 980,797
2024 1,690,000 912,131
2025 1,760,000 839,413
2026-2030 10,560,000 3,112,278
2031-2034 9,940,000 996,765

$ 28,695,000 S 9,039,728

Changes in Long-term Debt

Long-term liability activity for the year ended June 30, 2020, is as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
General obligation bonds S 30,130,000 S - S (1,435,0000 S 28,695000 S 1,515,000
Issuance premiums 716,904 - (119,484) 597,420 119,484
S 30,846,904 S - S (1,554,484) S 29,292,420 S 1,634,484

6. PROPERTY TAXES

Property tax revenue is derived pursuant to a tax increment financing agreement between the Authority and
applicable taxing districts. Real and personal property taxes are levied and attach as an enforceable lien on
properties located within the boundaries of the tax increment financing district. The City bills and collects the
taxes on behalf of the Authority. Delinquent taxes on ad valorem real property are purchased by Calhoun County.
Property tax revenue is recognized when levied in the government-wide financial statements and in the fund
financial statements to the extent that it is available to pay current obligations.
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BATTLE CREEK DOWNTOWN DEVELOPMENT AUTHORITY

. Notes to Financial Statements

Except for property taxes captured from local schools that exceed contractual obligations, the Authority is
entitled to all taxes levied on property within the Downtown Development Authority district to the extent that
the current taxable value exceeds the base year taxable value. The base year of initial properties was 1979, the
inception date of the Authority. The base year on other properties is determined by the date of entry into the
district; the Authority district was expanded in 1985, 1987 and 1993, and was reduced in 2000.

Renaissance zone property is tax abated property against which property taxes are not currently levied, but in
the near future may return or revert to the ad valorem tax rolls. Similarly, industrial and commercial facility tax
properties are abated personal property that receive up to a 50% reduction in the millage rate for a stated
number of years as approved by the City of Battle Creek, Michigan (or applicable taxing jurisdiction).

The captured increments in taxable value for the 2019 levy are summarized below:

Ad valorem property S 42,565,029
IFT* / CFT** / other property 1,015,083
Total S 43,580,112

* IFT - Industrial Facility Tax
** CFT - Commercial Facility Tax

7. CONTINGENCIES

The Authority is currently involved in various tax appeals pending before the Michigan Tax Tribunal. The appeals
cover various commercial and industrial properties for 2020. Due to the large number of appeals currently before
the Tribunal, the time frame for resolution of these matters is unknown at this time. An estimate of the
Authority's maximum exposure is approximately $2.4 million in taxable value. The City and Authority are
vigorously defending all litigation.

The Authority has filed various tax increment capture and personal property tax exemption loss forms with the
Michigan Department of Treasury for their review and have received reimbursement. Any disallowed claims,
including amounts already collected, may constitute a liability of the applicable funds. Any amounts which may
be adjusted by the Department of Treasury cannot be determined at this time although the government expects
such amounts, if any, to be immaterial.

8. CORONAVIRUS (COVID-19)

In March 2020, the World Health Organization declared the novel coronavirus outbreak (COVID-19) to be a global
pandemic. The extent of the ultimate impact of the pandemic on the Authority’s operational and financial
performance will depend on various developments, including the duration and spread of the outbreak and its
impact on employees, vendors, and taxpayers, all of which cannot be reasonably predicted at this time. In
addition, it will continue to place additional demands on the Authority. While management reasonably expects
the COVID-19 outbreak to negatively impact the Authority’s financial position, changes in financial position, and,
where applicable, the timing and amounts of cash flows, the related financial consequences and duration are
highly uncertain.

30



SUPPLEMENTARY INFORMATION

31



BATTLE CREEK DOWNTOWN DEVELOPMENT AUTHORITY
. Continuing Bond Disclosures (Unaudited)

1. State Equalized Value (SEV) and Taxable Value (TV) of Ad Valorem Tax Roll

Assessed Fiscal
Value as of Year of Year Ended Ad Valorem SEV
December 31, Tax Levy June 30, Amount % Change
2018 2019 2020 S 189,205,794 -2.28%
2017 2018 2019 193,626,913 -3.76%
2016 2017 2018 201,195,723 -4.23%
2015 2016 2017 210,078,194 -31.80%
2014 2015 2016 308,053,399 0.69%
2013 2014 2015 305,941,698 -1.06%
2012 2013 2014 309,216,375 -1.29%
2011 2012 2013 313,271,287 -2.84%
2010 2011 2012 322,432,246 -2.95%
2009 2010 2011 332,233,669 -3.22%

Note - Tax Year 2016 is the first year for Eligible Manufacturing Personal Property Exemption per
legislative action.

2. Taxable Value (TV) of Ad Valorem Tax Roll by Use

Fiscal
Year Ended

June 30,

2020
2019
2018
2017
2016
2015
2014
2013
2012
2011

Residential

9,229,549
8,725,950
7,949,920
8,175,733
8,587,134
8,407,623
8,354,061
9,048,307
9,523,796
10,042,466

Homestead

Agriculture
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Commercial

19,207,990
21,298,401
22,032,102
22,021,857
22,858,332
22,525,895
18,819,482
18,652,976
19,044,320
19,279,450

Industrial

16,597,568
21,434,123
25,928,056
33,948,507
131,717,181
131,321,583
129,906,757
130,111,440
134,949,930
136,840,201



Ad Valorem TV

Amount

176,997,763
182,769,923
189,567,453
201,662,381
301,356,020
301,190,549
303,449,276
305,957,010
313,385,680
318,737,466

Residential

6,863,911
6,971,761
7,465,451
7,250,523
6,954,462
7,283,692
7,544,110
7,428,078
7,192,250
7,702,316

% Change

-3.16%
-3.59%
-6.00%
-33.08%
0.05%
-0.74%
-0.82%
-2.37%
-1.68%
-2.27%

Non-Homestead

Commercial

55,866,387
56,166,183
55,854,549
55,048,340
56,513,117
57,198,866
57,193,504
59,315,986
61,049,642
62,896,208

Industrial

69,232,358
68,173,505
70,337,375
75,217,421
74,725,794
74,452,890
81,631,362
81,400,223
81,625,742
81,976,825

Total

S 176,997,763

182,769,923
189,567,453
201,662,381
301,356,020
301,190,549
303,449,276
305,957,010
313,385,680
318,737,466

continued...
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BATTLE CREEK DOWNTOWN DEVELOPMENT AUTHORITY
. Continuing Bond Disclosures (Unaudited)

3. Taxable Value (TV) of Ad Valorem Tax Roll by Class

34

Fiscal
Year Ended
June 30, Real Personal Total
2020 S 127,326,449 S 49,671,314 $ 176,997,763
2019 128,031,469 54,738,454 182,769,923
2018 130,293,036 59,274,417 189,567,453
2017 135,273,270 66,389,111 201,662,381
2016 136,919,762 164,436,258 301,356,020
2015 137,122,735 164,067,814 301,190,549
2014 139,718,189 163,731,087 303,449,276
2013 143,493,137 162,463,873 305,957,010
2012 145,766,488 167,619,192 313,385,680
2011 152,222,017 166,515,449 318,737,466
4. Taxable Value (TV) of the Industrial Facilities Tax Roll by Class
Fiscal
Year Ended
June 30, Real Personal Total
2020 S 8,867,758 S 496,449 S 9,364,207
2019 9,109,542 1,523,330 10,632,872
2018 10,206,000 2,305,130 12,511,130
2017 10,891,863 2,706,002 13,597,865
2016 11,247,160 11,803,020 23,050,180
2015 11,380,799 12,718,056 24,098,855
2014 11,267,549 13,918,060 25,185,609
2013 10,445,996 15,346,973 25,792,969
2012 10,395,375 18,179,425 28,574,800
2011 3,844,597 17,454,949 21,299,546
continued...



BATTLE CREEK DOWNTOWN DEVELOPMENT AUTHORITY

[ cContinuing Bond Disclosures (Unaudited)

5. Property Tax Collections

Fiscal
Year Ended Taxes Collections MBT Total

June 30, Levied to March 1 Reimbursement Collected

2020 S 3,231,273 S 3,231,273 S - S 3,231,273
2019 1,693,578 1,693,578 - 1,693,578
2018 1,604,095 1,604,095 - 1,604,095
2017 2,084,461 2,084,461 - 2,084,461
2016 3,216,185 3,216,185 1,809,449 5,025,634
2015 3,328,965 3,328,965 1,797,567 5,126,532
2014 3,750,487 3,750,487 1,488,727 5,239,214
2013 3,507,220 3,507,220 1,855,085 5,362,305
2012 3,699,017 3,699,017 2,047,872 5,746,889
2011 3,740,618 3,740,618 2,149,027 5,889,645

Note - Starting in 2017 levied and collections to March 1 amounts are lower than prior year due to
capture loss in the current year.

Note - In 2020, amounts are higher than prior year due to receiving a $1,488,727 reimbursement
from the State for School TIF Revenue Decreases.

6. Captured Property Tax Rates
(per $1,000 of value)

(1)

Fiscal State
Year Ended (1) (2) Education

June 30, City Schools Tax County

2020 15.9340 18.0000 6.0000 5.3779
2019 15.7490 18.0000 6.0000 5.3779
2018 15.7490 18.0000 6.0000 5.3779
2017 15.4190 18.0000 6.0000 5.3779
2016 14.7360 18.0000 6.0000 5.3779
2015 14.7360 18.0000 6.0000 5.3779
2014 14.7360 18.0000 6.0000 5.3779
2013 14.7360 18.0000 6.0000 5.3779
2012 14.7360 18.0000 6.0000 5.3779
2011 14.4760 18.0000 6.0000 5.3779

(1) Levied on homestead and non-homestead properties.
(2) Levied on non-homestead properties only.

continued...
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BATTLE CREEK DOWNTOWN DEVELOPMENT AUTHORITY

[ cContinuing Bond Disclosures (Unaudited)

7. Taxable Value of Ten Largest Ad Valorem Taxpayers
(Fiscal Year Ended June 30, 2020)

Taxable % of

Taxpayer Product or Service Value Taxable Value
1 Kellogg Company Breakfast foods S 56,890,406 32.14%
2 Semco Energy Inc. Natural gas utility 11,823,364 6.68%
3 Consumers Energy Co. Electric utility 11,150,933 6.30%
4 Kraft Foods Inc. Breakfast foods 10,000,157 5.65%
5 North Pointe Woods Office building 4,378,018 2.47%
6 Trilogy Healthcare Health care 2,840,854 1.61%
7 Graham Group, The Medical office building 2,581,002 1.46%
8 Mccamly Battle Creek, LLC Hotel 2,368,941 1.34%
9 Somerset Capital Group LTD Investment institution 2,290,155 1.29%
10 Fifth Third Bank Banking industry 1,941,671 1.10%
S 106,265,501 60.04%

8. Taxable Value of Three Largest IFT Taxpayers
(Fiscal Year Ended June 30, 2020)
Taxable % of

Taxpayer Product or Service Value Taxable Value
1 Covance Laboratories Inc. Research and drug development S 388,011 4.14%
2 Shouldice Brothers Sheet Metal Metal manufacturing 325,646 3.48%
3 Kraft Foods Inc. Breakfast foods 144,423 1.54%
$ 858,080 9.16%
concluded.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

December 21, 2020

To the Board of Directors of the
Battle Creek Downtown Development Authority
City of Battle Creek, Michigan

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the governmental
activities, the business-type activities, and each major fund of the Battle Creek Downtown
Development Authority, a component unit of the City of Battle Creek, Michigan (the "Authority") as of
and for the year ended June 30, 2020, and the related notes to the financial statements, and have
issued our report thereon dated December 21, 2020.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Authority’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

A member of

Rehmann is an independent member of Nexia International. @ Nexia

International

Q@ 2330E. Paris Ave SE, Grand Rapids, M1 49546 & 616.975.4100
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Authority’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Government Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

'(:r{;ﬂ» LLC
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